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IWPO.KCING AUDIT RESULTS

A. PURPC6E

0

This chapter covers the reporting of the results of adits performed by DoD
internal audit organizations. Specifically, the chapter describes the form,
distribution, timeliness, contents, ad presentation of DOD audit reprts and
suggests formats b be used.

B. ~

Audits are n@e primarily to assist management in arriving at solutions
to problems and in devising better ways to do business. Many benefits to the
audited activity occur during an audit through meaningful discussions of the
audit results with the activity’s management. !l?hese discussions often lead to
Owthe-spt rxxrections. The basic purpose of the atiit report is to docment
the audit results and outline a corrective action program to be followed. Audit
reports are used for a variety of purposes. For example, they are used by: the
activity to which the recmmndation is addressed to develop a Correctiw action
program; managemnt as part of the followup process; congressional camittees
to evaluate budget reqpests and other legislative acts; top Defense officials
to identify problems and trends that may have Cqxxwnt-wide or Mf ensewide
repercussions; internal and external audit d inspection officials to adjust the
scope of their reviews; and instructors as training aids or case studies.

C. APPLIQ+131LITY

The provisions of sections D through I of this chapter are mandatory for all
D@ internal a@it, internal review, and military exchange atiit activities
(hereafter referred to collectively as “DOD internal atiit organizations”). In
addition, DOD internal adit organizations are strongly urged to use the sug-
gested formats in section J of this chapter, although their use is not mandatory.
Certain procedures described in this chapter may not apply to every audit, but
the principles ZUM3 objectives remain mandatory. !l’he term “should” is used to
denote the desirability of an action.

D. SIYUWKE AND PCKXIES

All internal atiit organizations shall issue audit reports fully canplying
with standards for reporting as set forth in the “Government Atiiting Standards”
(reference (c) ). These reprting standards deal with form, distribution, time-
liness, repxt contents, and report presentation.

E. lKIRl

Auditors shall report the results of their audit work in writing. Written
reports are necessary to: camuunicate the results of audits to officials at all
levels of government, make the f indinqs and reccmendations less susceptible
to misunde&tanding,  - make the f inding~ available for
facilitate followup to determine whether appropriate

public inspection; and
corrective measures have
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been taken. The r~irement to use a written report is not intended to limit or
prevent discussions of findings, judgments, conclusions, and reoamendations with
persons who have responsibilities for the area being atiited. On the contrary,
such discussions are required by Chapter 8 of this Manual, “Performing Audits. ”
However, a written report shall be prepared upon canpletion of each atiit
regardless of whether such discussions are held. If one or more of the major
objectives of an atiit is ccmpleted, a numbered atiit report (standard report
format or letter report format) shall be issued. It is not appropriate to close
out efforts of this nature with unnunberd letters, memoranda, or other informal
correspondence. See Section J of this chapter for guidance in determining the
particular report format to be used. Pertinent security regulations covering
presentation and safeguarding of classified material shall be followed. When
an atiit is terminat~ prior to cuupletion, the a~itor should camnunicate the
termination in writing to the auditee and other appropriate officials.

F. DISTRIBU1’1~

Written adit reports shall be suhnitted to appropriate officials both of the
organization audited and the organization rewiring or arranging for the audits
unless legal restrictions or ethical amsiderations prevent it. Copies of the
reports shall also be sent to officials responsible for nmitoring internal
controls, other off icials responsible for taking action on audit findings, and to
others authorized to receive such reports. Unless restrictd by law or regula-
tion, copies of audit reports shall be made available for public inspection. As
a general rule, audit reprts should be submitted to all interested officials.
Pertinent security regulations covering the release of classified material shall
be follcnred. Prc&d~es for review a&l distribution of
public accountants are included in DoD Directive 7600.9

G. TIMELINESS

reports f ran independent
(reference (q) ).

AMit reports shall be issued pranptly to make the information available
for tin@ly use by management and legislative officials and to permit pranpt
initiation of followup action.

1. Each internal atiit organization shall establish a time standard or a
series of time standards for each major milestone in the audit report process ~
which shall be used for evaluating and improving the time it takes to issue a
report. Generally, draft reports issued more than 60 days after cunpletion of
the field work and final atiit reports issued more than 120 days after the draft
report is issued shall be considered untimely.

2. In those instances where the atiit activity is unable to obtain manage-
ment ccrmnents in a timely manner, the final reprt may be issued without them.
Action should then be taken to obtain and resolve final mnagement ccmments
during the audit report resolution process.

3. Atiitors should consider interim reporting of significant matters to
appropriate off icials during the audit. This is not a substitute for a final.
written repxt, but it does alert officials to matters needing innnediate
attention and permits them to take corrective action before the final report
is issued.
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H.
.

The auilit report shall include pertinent information on the following:

1. Audit Entity. The atiit entity is the organization, program, system, or
other area that was audited. The audit entity must be accurately and Precisely
includti in the adit report title and elsewh&e in the report * a pr&quisile
to understanding the other parts of the atiit report. Most a~its coMucted by
D@ internal audit organizations, w~ther performed at a single location or on

c a coordinated multilocation basis, are limitd to specific areas of operations
that are identified as being particularly significant. Special care must be
taken to see that the adit report does not imply greater audit coverage than
was actually provided.

L-

2“ =“ The scope paragraph shall tell the reader what the aditors
did and did not do. The scope shall clearly indicate which elements of audit
examinatiorr-the accunplishment of established objectives and goals f or
operations and programs; the reliability and integrity of information; the
cmpliance with ~licies, plans, procedures, laws, and regulations; safeguarding
of assets; and econuaical and efficient use of resources-were covered during
the audit and the extent of such coverage. my limitations in scope, such as
restricting the audit to specific activities or locations, shall be clearly
spelled out .

3. Methodolow. The stat-t on methodology should clearly explain the
evidence gathering and analytical techniques used to accanplish the audit
objectives. The explanation should identify any assumptions made in conducting
the audit; describe any Canparative techniques applied and measures ad criteria
used to assess performance; and if sampling is involved, describe the sampling
methods used .

4. Objectives. Unlike most audits in the private sector, internal. audits
within the Department of 13ef ense are seldan limited to certifying to the
reliability of financial. statements. As reqpired by Chapter 3 of this Manual,
“Aulit Concepts, ” most D@ internal audits are missioworiented audits involving
evaluations of various aspects of the ef festiveness and econcmy of organizations #
programs, systems, and other audit areas. The mission-oriented audit concept
does mt preclude an audit activity f ran auditing support activities but,
instead, requires placing audit emphasis on the mission areas of the entity
selected for audit, whether it is a program, system, or a supporting activity.
Since each D@ internal audit is usually unique, audit objectives must be
carefully formulated at the start of the atiit and must be clearly stated and
covered in the audit report. Normally, there is an overall objective and series
of specific objectives, all of which are related to the overall objective. While
objectives related to the ef festiveness of the major missions are most important,
those dealing with internal controls, canpliance, and action on prior recmmen&-
tions are also important and must be clearly stated. Chapter 8 of this manual,
“Performing Adits, ” establishes procedures for developing audit objectives.

a. Internal Controls. Normally, each audit shall include an evaluation
of internal controls for the area audited. This evaluation is generally not
stated as a spcif ic objective of the aulit, although the report shall state
that the audit “ . . . included such tests of the internal controls as considered
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necessary. n However, when a major objective of the audit is to evaluate internal
controls, this shall be listed as one of the specific objectives of the audit.
There are a number of reasons why a study and evaluation of internal control
may not be made. For example: the entity may be too small to have an adequate
internal control system; the audit can be performed mre efficiently by expanding
substantive audit tests, thus placing very little reliance on the internal
control system; or the internal control system may be so weak that the auditor
has no choice but to perform substantive- testing. In addition, each scheduled
audit shall include an evaluation of management’s ef f activeness in implementing
the Internal Control Program as it relates to the scope of the aMit.

b. Cmpliance. Most adits require sane determination of ounpliance
with appropriate laws and regulations. Canpliance is not usually stated as an
objective for the audit although noncunpliance with laws, regulations, procedure,
etc. , must be identified in the report. Hwever, when a major objective of the
atiit is to determine ounpliance, compliance shall be listed as one of the
specific objectives of the audit.

c. Action on Prior ~tions. Follcwup on corrective action taken
by management is an important part of every audit. when a major objective of
the atiit concerns foll~ on prior remmendations, this shall be shown as a
specific objective of the audit.

5. Background. The atiit report shall contain sufficient background
information to provide the reader with an adequate understanding of the audit
entity. Information about the size, volume, and nature of operations of the
audit entity, for example, provide a pers~tive against which the significance
of aulit findings and conclusions can be jmlged. Readers should not be expected
to possess all the facts that the aditor has since many audit reports, particu-
larly those issued by the D@ internal a~it activities, are used by personnel
in organizations and activities far remved f ran the activity audited. Even
when the distribution of reports is limited to levels of management directly
responsible for the operation being reported on, a brief description of the
mission, available resources (~t and type funds) , and size of operations or
volume of transactions during the audit period provides a reaiy reference to
such information for those managers involved and informs all readers of the
significance of the audit subject.

6. Period Au3it Performed. The a~it report shall show the period during
which the audit was performed.

7. Period Covered by the Audit. The a~it report shall show the period
covered by the audit.

8. Conformance With Auditinq standards. The atiit report shall state,
“The audit was made in accordance with Goverrnnent Atiiting Standards. ” When
applicable standards are not followed, the atiitors should modify the statement
to disclose the required standard that was not followed, the reasons therefor,
and the known effect on results of the audit. In conducting government audits,
independent public accountants are required to f ollw generally accepted auditing
standards as well as the standards set forth in Chapters 3, 4, and 5 of the
“Government Auditing Standards” (reference (C) ) .

12-4

—



9. Statement on Internal Controls

a. For each performance audit, the audit report shall identify the
significant internal controls that were assessed, the scope of the auditor’s
assessment wrk, and any significant weaknesses found during the a@it. For
performance audits, the reporting on internal controls will vary depending on
the significance of any weaknesses found and the relationship of those weaknesses
to the audit objectives. In audits where the sole objective is to audit the
internal controls, weaknesses found of significance to warrant reporting shall
be considered deficiacies and shall be so identified in the atiit report. The

e internal controls that Wre assessed shall be identified for full presentation of
the findings. In awiits having as their objective an assessment of performance,
auditors, in seeking the cause of deficient performance found, may identify
weaknesses in internal controls of such significance to be a key reason for ther deficient perfonuance. In reporting f Wings, the deficiencies in internal
contrcils would be identified as the ‘cause. ”

b. For each financial audit, the aulitors shall prepare a written report
on their understanding of the entity’s internal control structure and the assess-
ment of control risk. The reprt may be included in either the auditor’s report
on the financial audit or a separate report. The auditor’s report shall incltie
as minimum

(1) The scope of the a@itor’s work in obtaining an understanding of
the internal control structure in assessing the control risk.

(2) The entity’s significant internal cxmtrols or control strwture,
incluiing the controls established to ensure canpliance with laws and regulations
that have a material impact on the financial statements and result of the finan-
cial related audit.

(3) The reportable conditions, including the identification of
material weaknesses, identified as a result of the atiitor’s work in under-
standing and assessing the control risk.

c. In addition to the akove reporting requirements, each audit repxt
shall also sumarize the audit results on how well management had implemented
the internal control ~roqram as it is related to the scope of the scheduled
audit. More details & ~ auditor’s responsibilities f-m evaluation of
controls are contained in Chapter 10 of this Manual, “Audit Requirements
Generat@ by Sources External to D@. ”

10. Canpl iance with uws and Regulations. The report skall include
all significant instances of noncanpliance and abuse and all indications
instances of illegal acts that could result in criminal prosecution that

internal

or
were

fourxl during or in connection with the adit. Illegal acts may be covered in
a separate report if including them in the overall report vmuld cunpranise
investigations or legal proceedings or otherwise preclde the report fran
being released to the public. For all financial atiits, this statement should
contain a statement of positive assurance on those items which were tested for
cmpliance and negative assurance on those items Nt tested.
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11. Audit Conclusions. The report shall contain a specific conclusion on
each of the stated atiit objectives. This is perhaps the most important porticn
of the report. Auditors should be able to reach conclusions on the stated atiit
objectives if they followed suitable evaluation criteria and conducted the audit
in accordance with appropriate auditing standards. Management expects and is
entitled to this type of sunmary evaluaticm. Failure to provide such a smuary
evaluation deprives management of a significant service. Also, report balance
and objectivity can be seriously impaired by not collectively putting the impact
of individual deficiency f itiings (e.g., - potential savings, funds that could be
put to better use, improvements in efficiency, etc. ) in proper pers~tive.

12. Financial Statements. For financial audits, the audit report shall
contain a cow of the financial statements reviewed and an opinion on whether
the financial statements were prepared in accordance with generally accepted
accounting principles. The report shall identify those circumstances in which
such principles have not been consistently observed in the current period in
relation to the preceding period. Unless otherwise stated in the aditor’s
repxt, informative disclosures are to be regarded as reasonably adequate.
The audit report shall contain the atiitor’s opinion regarding the financial
statements taken as a whole, or an assertion to the effect that an opinion can
not be expressed. The American Institute of Certified Public Accountants (AICPA)
Statements on Au3iting Standards for reporting, to the extent they are relevant,
shall be follwed on financial audits. These standards are set forth in the
AICPA’s “Cdif ication of Stat~ts on Auditing Standards” (reference (pp) ) .

13. Photographs, Charts, and Similar Presentations. Effective use should
be made of captions, photographs, charts, graphs, attachments, appendices, and
exhibits to highlight areas and to organize the narrative. Lengthy explanations
and supporting data should generally be covered in attaclnnents rather than in the
main body of the findings.

14. Audit Findinqs. Each audit finding shall normally show criteria,
condition, cause, and effect. H~ver, the elements needed for a canplete
firding depend on the objectives of the audit. In all instances, sufficient,
+tentf and r~evant information about findings shall be included to pranote
adequate understanding of the matters reported and to provide convincing and fair
presentation in proper perspective.

a. Criteria. This element sets forth the standards, measures, or
expectations used in making the evaluation or verification. It ShOWS “what
should be. ” In the absence of definitive, externally defined, authoritative
criteria, as is often the situation, auditors have to rely on their wn profes-
sional kncwledge and experience in selecting suitable evaluation criteria. In
such cases, kxniever, the auditors must assme the responsibility of convincing
officials of the alxlited activity and other recipients of the report that the
evaluation criteria are valid and reasonable.

.s

{,,

b. Condition. This element presents the factual evidence that the
auditor found in the course of the examination. Normally, a clear and accurate
statement of the condition evolves f ran the auditor’s canparison of the results
of fact finding procdures with appropriate evaluation criteria.
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c. Cause. This element shows the reason for the difference between
the expected and the actual conditions. It answers the question, “Why did
it ha~?” If the condition has persisted for a long period of tim or is
getting worse, this aspect would normally be described. Identification of the
cause of an unsatisfactory condition is a prerequisite to making meaningful
recmnendations  for corrective actions. Failure to identify the cause in
a deficiency finding may mean that the cause was mt ascertained due to
limitations or defects in audit work or that it was anitted to avoid direct
confrontation with responsible off icials. l(b identify the root cause of an
adverse condition, atiit findings should not merely state that prescribd prm
cedures were not followed, but should indicate the reason(s) why they were not.

d. Effect. This elenmt shows the risk or exposure management faces
because the area keing audited is not working the way it is suppsed to. It
irdicates the impact of the disparity, and shws the extent of the risk inherent
in continuing a deficient procedure, practice, or control. The significance
of a condition is usually jtiged by its effect. Proper statement of effect is
valuable in convincing management to correct adverse conditions disclosed by
the auditors. In program atiits, shortfalls in attaining program objectives
or reductions in available resources are appropriate measures of effect and
frequently can be expressed in quantitative terms such as dollars, number of
personnel, units of production, quantities of material, nmber of transactions,
and elapsed time. If an actual effect cannot be ascertained, a potential or
intangible effect can sanetimes be useful. in showing the significance of a
conditicm. Chapter 8 of this manual, “Performing A@its ,“ establishes requir-
ements for identifying, cmputing, reporting, and acclnnulating information on
ptential benefits frcxn adit. It is most important to pint out to managmt
and readers of the report the estimated savings that could be realized if the
atiitors’ recumendations are followed.

15. Remmendations.  The audit re~rt shall contain specific and realistic
reccmendations for actions to correct problem areas noted during the adit.
Each reamnendation shall identify the suggested remedial action and answer the
question, “What is the solution?” The relationship between the audit recanmen-
dation and the underlying cause of the condition should be clear and logical.
Each aspect of the deficiency should carry a corresponding reccmnendation. If
full corrective action will take 1 or 2 years to canplete, the atiitor should
consider also making reccrmnendations to improve conditions in the interim period.
A reccmendation merely to amply with regulations or laws shall mt be made.
Instead, if appropriate, the auditor shall recmnend specific actlm needed to
cause cmpl iance. Further, when appropriate, the auditor shall recumnend changes
to regulations and laws.

16. Views of Management Officials. Chapter 8 of this Manual, “Performing
Audits, ” requires that draft reports be staffed with management officials
responsible ‘for taking correcti~e  actions. Manag-t’s views on findings,
recmnendations, and potential monetary benefits shall be obtained in writing;
and appropriate changes shall be made to the report. Further, pertinent views of
responsible management off icials concerning the auditors’ findings, conclusions,
and reomnendations shall be incor~rated into the audit report. Management
cunments may be included verbatim, although obvious errors in spelling, gramnar,
and sentence structure shall lx corrected, and material no longer appropriate
because the report has been revised shall be deleted. Extremely lengthy ccmunents
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may be smnarized. If doubts exist about the auditor’s presentation of manage-
ment’s position, disc~ions should be held with the respondent prior to issuanoe
of the final report. The final report is the product of the audit activity and
not a forum for the a~ited activity to cast doubt upon the credibility of the
auditors or to confuse issues. ~ adit activity shall always retain the right
to include only pertinent, responsive, and rational Ccmnents.

17. A@itor’s Position. If the aulitor disagrees with management’s views on
the audit reccmendations or considers the views to be nonresponsive, the atiitor
shall state the reason for refuting them in such a way as to convince an indepe-
ndent third party of the correctness of the auditor’s positim. Conversely, if
the atiitor firMs management’s views to be valid, the atiitor shall make
appropriate changes to the audit report.

18. Noteworthy Acoanplishents. To provide appropriate balance, the report
shall contain a description of noteworthy accanplishments, particularly when
management improvement in one area may be applicable elsewhere. The inclusion of
such accanplishents  may also lead to improved performance by other Government
organizations reading the report.

19. Action on Prior Reccmm&tions. Each audit report shall include a
sumary section that evaluates corrective actions taken by management in response
to recamcdations in prior aulit reports as they relate to objectives of the
current audit. If any of the findings in the current report cite conditions sub-
stantially the same as those previously reported, this fact shall be disclosed.
This disclosure shall be made whether or not the cause of the current conditions
and the recammdations to correct the current conditions are the same as those
in the prior report. If the prior reprt was issued more than 5 years before the
current atiit began, a finding shall mt be classified as a repeat, even if it
represents substantially the same condition that was previously reported. Each
atiit report shall alSO indicate, whether in the summary section or in a separate
section or appendix, which reports and remmendations were reviewed and the
result of follcn+mp work on each recamadation. If a follcmup review was previ-
ously made and the issues were closed satisfactorily, additional follwup should
be unnecessary.

20. Issues Needing Further Stuiy. If the scope of the audit or other factors
limit the auditor’s ability to inquire inti certain matters which should be
studied, the auditor shall include in the report a statement about such matters
and the reasons why further sttiy is required.

21. Omission of Privileged or Confidential Information. The report shall
contain a statement indicating whether or not any pertinent information has been
cfnitted because it is deemed to be privileged or confidential. Information of
this type may be prohibited f ran general disclosure by regulation. If pertinent
information is mitted, the nature of such information shall be described and the
law or other basis under which it was withheld shall be stated. If a separate
report was (will be) issued on any anitted information, it slxmld be so indicated
in the repxt.
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I. =QK1’ PRESENTATI@l

I@ort presentation shall amply with the follwing factors:

.

i..

8

●

1. Accurate and CanPlete Support. The atiit report shall present factual
data accurately and f alrly, report results impartially, and include only infor-
mation, f ixxlings, and conclusions that are akquately supported by sufficient
evidence in the auditor’s mrking papers. One inaccuracy in a report can divert
attention frcxn the substance of a report. The use of statistical =thods in
projecting audit results is encouraged. In most cases, a single example of a
deficiency is mt sufficient to support a broad conclusion or a related recauen-
dation. Hmever, once the condition is adequately supported, additional detailed
supporting data need not be included in the report. tiy findings that are
substantive in relation to the size and nature of the activities or programs
audited should be includ~ in the report.

2. Convincinqness. The audit report shall present findings and conclusions
in a convincing manner, distinguishing clearly between facts and opinions.
The information in reports shall be sufficient to @rsuade the readers of the
importance of the findings, the reasonableness of the conclusions, and the
desirability of accepting the remmendations.

3. Objectivity. The audit report shall be objective, unbiasd, and free
of distortion. It shall be fair and not misleading and shall place primary
em@asis on matters needing attention. TIE auditor shall guard against the
tendency to exaggerate or overemphasize deficient performance. The information
needed to provide proper report balance and perspective should incltie: the
reason the audit was made; the size and nature of the activities or programs
audited; and mrrect and fair descriptions of findings, including appropriate
information on sampling methods, if used.

4. Clarity and Simplicity. The report shall ke written in language as clear
and simple as the subject matter ~rmits. The auditor shall not assume that
readers - have detailed” knowledge o~ the subject. ‘IIE use of acronyms and abbre
viations shall be kept to a mininun. If unfamiliar abbreviations, acronyms, or
technical terms are used, they shall be clearly defined.

5. Conciseness. The atiit report shall be concise but contain enough infor-
mation to be understood by users and third parties. Tm much detail detracts
fran a report, may conceal the real message, and may confuse or discourage
readers.

6. Canpleteness. Atiit reports shall be canplete and shall contain suff i-
cient information about background, findings, conclusions, and recmnendations to
pramte adequate understanding of the matters reported and to provide convincing,
but fair, presentations in proper perspective.

7. Constructiveness of Tone. Audit reprts shall place primary enphasis
on improvements. Cri tics.1 cannents should be presented in a proper perspective
balanced against any unusual difficulties or circumstances faced by management.
Audit reports should not contain language that unnecessarily generates def ensiv-
ness and o~si tion. Management shall be given appropriate credit in the atiit
report when it initiates timely actions to correct deficiencies.
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J. REPOIU! lKlR4AT

This section suggests report formats for the various type of reports
issued by DOD internal audit organizations. These formats incorporate the
most desirable features of the reprts used by each of the DoD internal audit
organizations. Although use of the formats is optional, all the provisions
of sections E through I of this chapter, which specify re~rt content, are
mandatory and shall be canplied with. Suggested report formats for the various
types of reports are:

1. Standard Report. The standard report format (enclosure 1) should
normally be used on audits of appropriated and unappropriated funds, including
overall reports on multilocat ion audits. Sane modification will be needed to
accamodate unusual conditions, such as when only a single finding was developed
or when the report results frcxn adit work performed under the Ccmnnanders Au3it
Program.

2. Advisory Report. This format is used to present significant problems
of wide interest which were docmented during a multilocation audit or a series
of single location audits. Advisory reports (see enclosure 2 for format) are
given wide distribution, particularly to activities that have not had recent
audit coverage, who are then encouraged to identify and correct similar problems
that may exist within their o-rations. Views of management officials are not
required. Since advisory reports are written for people who are familiar with
the areas discussed in the report, lengthy and detailed discussions are generally
not necessary .

3. Quick Reaction Report

a. The quick reaction report (see enclosure 3 for format) is a letter
used for interim reporting of situations demanding inanediate action to prevent J
correct, or reduce a situation that cannot be handled by normal reporting
methods . Situations which might warrant quick reaction repxting are:

b.
reported in

Pending procurements that are not in the best interest of the
Department of Defense.

Waste of large sums of money or other Government resources.

Endangered lives.

Illegal actions.

Proposed or ongoing actions that could cause significant
embarrassment to the Department of Defense.

Normally, a problem covered in a quick reaction report will be
a standard report that will also include an evaluation of the area

.

in- which the problem was ~ound. Recaunendations  other than those in the quick
reaction report normally will be needed to correct procedural weaknesses that led
to the problem. In such cases, the problem reported in the quick reaction report
should be used as an example in a finding that discusses the need to correct the
procedural weaknesses. If appropriate action is taken on a quick reaction
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report, it may not be appropriate to repeat the reccmendations made in the
quick reaction report. Reference, however, should be made to the quick reaction

nded, and the actions which were taken byreport, the actions reccwme ccmnand as a
result of the quick reaction report.

4. Letter ReFOrt. This report (see enclosure 4 for format) is used when an
audit is curtailed because of lack of sufficient adverse conditions and should
not be used when significant conditions and related recamnendations are
presented.

5. Memorandum of Minor F’indinqs. This letter type report (see enclosure 5
for format) will be released concurrently with the formal report. It should
be used to report deficiencies excluded fran the formal report because these
deficiencies are considered to be of minor significance.
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DoD 7600.7-M

●

●

~mm?JTmRsTIANnmD AUDIT REPORT

Cover

Cover Sheet
Audit report number
Date of issue
Name of audit
Location of audit

Letter of Transmittal
Objectives and scope
Multilocation relationships
Atiitors’ conclusion on each objective
Brief ly suunarized reccmendations
Indication of position of each level of manageinent  to which

reammendations are directed
Reference to contents of reprt

Table of Contents
Identification of each part of the report
Identification of each finding by alphabetical or numerical designation
and title

Identification of each appendix to the report

Part I - Sumnary
Subject of atiit
Audit objectives and scope
Stateinent of auditing standards followed
Pericd during which audit was performed
Period coverd by the audit
Audit locatio@uultilocation  relationships
Sumary evaluation
Ccmclusion on each stated objective
Other observations and conclusions, including management acccanplislments
Evaluation of internal controls and results thereof
Evaluation of management’s internal control review program for area

under audit
Constraints placed on program accunplishment
Other relevant matters such as statement whether any pertinent

information was anitted f ran report
Statement of mission and resources
Identification of repeat findings

Part II - Fifiings, F@mmendations, Ccmnand Camnents and Auditors Remarks
Finding
Finding paragraph
Criteria
Condition

Enclosure 1
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Condition
Cause
Ef feet
Discussion
Potential benefits achievable (e.g., monetary savings, funds put to

better use, etc. ) , if applicable
Recmnendations
Management ccmnents T
Auditor’s remarks

Part III - Auditor’s opinion and financial statement~
Auditor’s opinion statement
Financial statements
Balance sheet
InCane statement

Notes to financial statements

Appendices
Followup on prior findings
Other appendices
Major contributors to the audit report

*Applies only to financial. audits.
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SUGGESTED FOl@lAT FOR AUVISORY REPORT

Cover

Cover Sheet
Audit report number
Date of issue
Name of audit
Location of audit

Letter of transmittal
Purpose of the report
Observations and conclusions about the general problem areas
Identification of who should receive the report and what is expected
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